Nadex and US Traders: Eligibility, Regulation, and Platform
Overview

I. Executive Summary

This report addresses the eligibility of United States residents to trade binary options
and other derivative products on the North American Derivatives Exchange (Nadex).
The analysis confirms unequivocally that Nadex does accept traders residing in the
United States.” This accessibility is underpinned by Nadex's status as a US-based
financial exchange fully regulated by the Commodity Futures Trading Commission
(CFTC).? As a CFTC-regulated entity, Nadex operates legally within the US financial
system, offering products like binary options, knock-outs, and call spreads to
American clients.?

Nadex's regulated status stands in stark contrast to numerous offshore, unregulated
platforms that may solicit US clients, an activity deemed illegal under US law.? Trading
with a CFTC-regulated exchange like Nadex provides US residents with significant
protections, including adherence to market integrity rules, segregation of client funds,
and operational transparency, which are absent in the unregulated sphere.? This
report details Nadex's specific eligibility requirements for US traders, elaborates on its
regulatory framework under the CFTC, outlines the products and platform features
available, and discusses the measures in place to ensure legal and safe trading for its
US clientele.
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Il. Nadex Account Eligibility: Confirmation for US Residents

Nadex explicitly permits residents of the United States to open trading accounts and
become members of the exchange. This is clearly stated in Nadex's official
documentation regarding geographical acceptance.

Explicit Confirmation and Geographical Scope

Nadex publicly lists the countries from which it accepts applications, and the United
States is prominently featured on this list." Alongside the US, Nadex accepts members
from dozens of other countries, primarily in Europe but also including select nations in
Asia and other regions, demonstrating its operation within established international
financial channels while specifically catering to the US market.’

Table 1: Countries Accepted by Nadex for Account Applications


https://best-binaryoption.com/

Country Accepted
Austria Yes
Belgium Yes
British Virgin Islands Yes
Cyprus Yes
Czech Republic Yes
Denmark Yes
Estonia Yes
Finland Yes
France Yes
Germany Yes
Greece Yes
Guernsey Yes
Hungary Yes
India Yes
Ireland Yes
Isle of Man Yes
Israel Yes
ltaly Yes
Japan Yes




Jersey Yes
Liechtenstein Yes
Lithuania Yes
Luxembourg Yes
Malaysia Yes
Netherlands Yes
New Zealand Yes
Norway Yes
Poland Yes
Portugal Yes
Slovakia Yes
Slovenia Yes
South Korea Yes
Spain Yes
Sweden Yes
Switzerland Yes
United Kingdom Yes
United States Yes
Source: '

Account Opening Process and US Market Focus



The standard procedure for opening an individual Nadex account involves completing
an online application form, which requires prospective members to provide personal
details such as their full legal name and a valid email address.® While the form itself is
standard, the explicit inclusion of the US in the list of accepted countries " and further
confirmation within Nadex's affiliate program documentation underscore its
orientation towards the US market. Specifically, the Nadex Affiliate Agreement
stipulates that for an introduced client to be considered a "Qualified Introduced
Client," that individual must be a resident of the United States.” This requirement
within a core business development program signals a deliberate strategic focus on
acquiring and serving US-based clientele, leveraging its unique legal authorization to
operate within the country.

The information requested during account opening (e.g., full legal name) aligns with
standard Know Your Customer (KYC) practices mandated for regulated financial
institutions operating in the United States.® These procedures are fundamental
precursors to identity verification processes required under US anti-money laundering
(AML) regulations, suggesting Nadex adheres to the compliance protocols expected
by US regulators like the CFTC.

lll. Regulatory Framework: Nadex's CFTC Oversight and Legal
Standing

Nadex's legitimacy as a trading venue for US residents stems directly from its
regulatory status within the United States. It operates under the direct oversight of the
Commodity Futures Trading Commission (CFTC), the primary US regulator for
derivatives markets.

CFTC Regulation and Designations

The North American Derivatives Exchange (Nadex) is explicitly regulated by the
CFTC.? This regulatory oversight is foundational to its legal operation in the US. The
CFTC has granted Nadex two critical designations:

1. Designated Contract Market (DCM): Nadex is registered with the CFTC as a
DCM.? This designation signifies that Nadex operates as a formal exchange,
legally permitted to list contracts for trading and subject to comprehensive CFTC
rules governing fair trade practices, market integrity, operational capabilities, and
transparency. Nadex received its initial DCM designation in 2004 under its former
name, HedgeStreet, Inc., initially for non-intermediated trading. After being
acquired by IG Group and renamed Nadex in 2009, its designation was amended
in 2010 to allow trading through Futures Commission Merchants (FCMs) as well



as directly (non-intermediated).® Nadex was later acquired by Foris DAX Markets,
Inc. in 2022 and now also conducts business under the name Crypto.com.®
Derivatives Clearing Organization (DCO): Nadex is also registered with the
CFTC as a DCO.® This registration means Nadex functions as its own
clearinghouse. It guarantees the settlement of all trades executed on its platform,
managing counterparty risk by becoming the buyer to every seller and the seller
to every buyer. This requires Nadex to maintain sufficient financial resources and
adhere to strict risk management standards set by the CFTC.’

The combination of being both a DCM and a DCO is a significant structural
characteristic. It means Nadex oversees the entire lifecycle of a trade conducted on
its platform, from order matching on the exchange to final settlement through its
clearinghouse functions, all under the watchful eye of the CFTC.® This integrated
model simplifies the trading experience for users, as they do not need a separate
clearing relationship, but it also concentrates the full weight of regulatory compliance
for both exchange and clearing operations directly onto Nadex.

Importance of Regulation for US Traders

CFTC regulation is paramount for several reasons:

Legality: It establishes the legal basis for US residents to trade binary options
and other Nadex products. Trading these instruments on unregulated, offshore
platforms is illegal for those platforms soliciting US persons.’

Protection: Regulation provides a framework of investor protection. The CFTC
mandates rules designed to prevent fraud, manipulation, and abuse, offering
traders recourse and oversight mechanisms unavailable with unregulated
entities.” The SEC and CFTC have noted numerous complaints against
unregulated providers, including issues like identity theft, software manipulation
to generate losses, and refusal to credit or return funds.? Trading on a regulated
exchange like Nadex mitigates these risks.

Compliance: Nadex must continuously comply with a wide range of CFTC
regulations covering operational conduct, financial requirements, reporting and
recordkeeping, risk controls, and system safeguards.”® This includes submitting
rule changes for review " and adhering to specific reporting requirements, such
as those for swap data repositories."

Prospective traders can verify the registration status and disciplinary history of firms
and individuals through resources like the National Futures Association (NFA) BASIC
database, which operates under CFTC oversight.”” Nadex's status as a designated



DCM is also directly verifiable on the CFTC's website.®

Contrast with Unregulated Entities and Ongoing Oversight

The distinction between Nadex and unregulated offshore binary options providers
cannot be overstated. It is illegal for entities not registered with the CFTC to solicit US
residents for trading binary options.? These offshore platforms often operate outside
the reach of US law, potentially exposing traders to significant risks, including outright
fraud and the loss of deposited funds with no practical legal recourse.? Discussions in
online forums frequently highlight scams associated with unregulated platforms, often
involving social media channels like Telegram and promises of unrealistic returns,
followed by demands for additional fees to withdraw non-existent profits.'

Nadex's regulatory relationship with the CFTC is active and ongoing. For example, in
early 2025, the CFTC initiated a review of two new sports-related event contracts
self-certified by Nadex (d/b/a Crypto.com), requesting a suspension of their listing
during the review period."” This interaction demonstrates the continuous nature of
CFTC oversight and Nadex's obligation to operate within the Commission's regulatory
framework.

Regulation as a Competitive Advantage and Dodd-Frank Implications

Achieving and maintaining CFTC designation as both a DCM and DCO involves a
rigorous and costly process, creating a substantial barrier to entry for potential
competitors in the US retail market for exchange-traded binary options.? Given the
negative reputation associated with binary options globally due to widespread scams
perpetrated by unregulated entities ?, Nadex prominently features its CFTC-regulated
status in its marketing and communications.? This regulatory compliance is
transformed into a key competitive advantage, serving as a primary differentiator to
attract and reassure US traders seeking a legitimate and secure trading environment.

Furthermore, the regulatory landscape evolved following the Dodd-Frank Wall Street
Reform and Consumer Protection Act of 2010. CFTC staff informed Nadex that its
binary option and spread contracts are considered "commodity options" falling within
the definition of a "swap" under the amended Commodity Exchange Act.”' While
Nadex confirmed that retail participants are permitted to trade these CFTC-regulated
swaps on a DCM like Nadex, this classification has implications for regulatory
reporting (e.g., swap data reporting requirements ®) and potentially for tax
treatment.?' Tax guidance suggests these contracts may not receive the same Section
1256 tax treatment (lower 60/40 capital gains rates) as traditional regulated futures
contracts, potentially falling under Section 988 (ordinary gain/loss for forex) or other



classifications; Nadex advises members to consult tax professionals regarding their
specific situation.?

IV. Trading Binary Options Legally and Safely in the US via Nadex

While the broader binary options market has been plagued by illicit activities, trading
these instruments is legal for US residents when conducted on a CFTC-regulated
exchange such as Nadex. The structure and operational practices of Nadex are
designed to provide a secure and transparent trading environment.

Legality Tied to Venue

The critical factor determining the legality of binary options trading for US residents is
the trading venue. Binary options themselves are not inherently illegal financial
instruments in the US. However, offering them to US retail customers is permissible
only through exchanges that are fully regulated and designated by the CFTC.? Nadex
fulfills this requirement, making it a legitimate platform for US traders.

Nadex's Exchange Model vs. Broker Model

A key distinction is Nadex's operational model. Nadex functions solely as an
exchange, providing a platform where buyers and sellers meet directly.’ Nadex does
not participate in the trades as a counterparty, meaning it does not take the opposite
side of a member's position and therefore does not profit from a trader's losses.? Its
revenue derives from fully disclosed exchange fees charged for executing and settling
trades.? This model eliminates the fundamental conflict of interest present in many
unregulated "broker" models where the platform acts as the counterparty and profits
directly when its clients lose.

Avoiding Scams and Ensuring Security

Nadex actively advises its members on how to trade safely and avoid common scams
prevalent in the binary options space. Key recommendations include:

e Trade Only on Regulated Exchanges: Always verify that the exchange is
US-based and regulated by the CFTC. Avoid offshore, unregulated providers
soliciting US business.?

e Trade Your Own Account: Nadex rules require members to trade their own
accounts. Be wary of any individual or entity claiming to be a broker or account
manager (often contacting potential victims via social media) offering to trade a
Nadex account on the member's behalf. Such activities are prohibited by Nadex
and likely fraudulent.? Forum discussions frequently warn about such scams,
particularly those originating on platforms like Telegram.™



e Beware Recovery Scams: Individuals who have lost money to scams may be
targeted by "recovery scammers" falsely claiming they can retrieve lost funds for
an upfront fee.”

Nadex's proactive stance on educating users about these risks suggests an
awareness of the reputational challenges in the binary options sector and a
commitment to protecting its users and distinguishing its legitimate operations from
fraudulent schemes.?

Transparency and Fund Safety

Transparency is a core element of Nadex's platform. Before entering any trade, the
platform clearly displays the maximum potential profit and maximum potential loss
associated with the contract.” This fixed-risk-reward characteristic is central to Nadex
products.

Crucially, member funds deposited with Nadex are held in segregated bank accounts
at major US financial institutions, such as BMO Harris Bank and Fifth Third Bank,
separate from Nadex's own corporate operating funds.® This segregation is a
mandatory requirement under CFTC regulations for registered DCOs and provides a
vital layer of protection for customer assets. The combination of CFTC regulation, the
exchange model structure, operational transparency regarding risks and fees, and the
segregation of funds collectively builds a framework designed to foster trust and
provide a secure trading environment, directly addressing the concerns often
associated with the binary options industry.?

V. Nadex Platform and Product Overview for US Traders

Nadex offers US traders access to a specific set of derivative products, markets, and
trading platforms, all operating within its CFTC-regulated framework.

Available Products
Nadex provides three main types of short-term, limited-risk contracts:

e Binary Options: These contracts are based on a simple yes/no proposition: will a
specific market be above a certain price level (the strike price) at a predetermined
expiration time? If the trader predicts correctly (buys if they think yes, sells if they
think no) and the condition is met at expiration, the contract settles at a value of
100 ($100 per contract). If incorrect, it settles at O ($0 per contract). The price
paid to enter the trade reflects the market's perceived probability of the outcome
occurring, fluctuating between O and 100 before expiration. Maximum potential



profit and loss are known before placing the trade.’

e Knock-Outs (Touch Brackets): These contracts allow traders to speculate on
market movements within a predefined price range (set by floor and ceiling
"knock-out" boundaries). The contract expires early, settling at either the floor or
ceiling price, if the underlying market touches one of these boundaries before the
scheduled weekly expiration. If neither boundary is touched, it expires at the end
of the week based on the underlying market price.*

e Call Spreads: These contracts also have a built-in floor and ceiling, defining a
specific price range. Traders can buy or sell based on their expectation of market
direction within that range. The value of the contract moves in tandem with the
underlying market, but the maximum potential profit and loss are capped by the
floor and ceiling levels.”

The availability of these distinct contract types, beyond just binary options, allows
Nadex to cater to traders with different strategies and risk tolerances, potentially
broadening its appeal within the regulated US derivatives market.*

Markets Traded

Nadex offers contracts based on a range of underlying global markets, accessible
nearly 23 hours a day, five days a week.” The primary market categories include:

e Stock Indices: Major global indices such as the Wall Street 30 (based on Dow
Jones), US 500 (S&P 500), US Tech 100 (Nasdag 100), US SmallCap 2000
(Russell 2000), and Japan 225 (Nikkei).?

e Forex: Major currency pairs like EUR/USD, GBP/USD, USD/JPY, AUD/USD, EUR/JPY,
and others.? Nadex lists 11 pairs available.?

e Commodities: Key commodities including Crude Oil, Natural Gas, Gold, and
Silver.?

e Events: Nadex has offered contracts based on economic events, such as Federal
Reserve interest rate decisions or Non-farm Payrolls reports.?* However, the listing
of certain event contracts, particularly novel types like sports outcomes, can be
subject to specific CFTC review and approval processes."

Platform Access and Trading Environment

Trading on Nadex is conducted electronically via its proprietary platforms. Members
can access the exchange through:

e Desktop Platform: A web-based platform offering a full suite of charting tools,
technical indicators, and order placement functionalities.®
e Mobile App (NadexGO™): A mobile application available for smartphones and



tablets, providing full account access and trading capabilities, including charting
and analysis tools, for trading on the go.°

Orders placed on Nadex go directly to the exchange for matching; there are no
intermediary brokers involved in routing orders for Nadex contracts.? Traders can often
close positions early before expiration to lock in profits or limit losses."”

Account Features

Minimum Deposit: Nadex official materials state that live accounts can be
opened for free with "no minimum deposit required".? While opening the account
itself may not require a deposit, traders must have sufficient funds in their
account to cover the maximum risk of any trade they wish to place.? Some
third-party reviews mention a $250 minimum deposit, which might refer to an
initial funding amount suggested for active trading rather than a strict
requirement for account activation.?* The primary sources emphasize no
mandatory minimum to open the account itself.

Demo Account: Nadex offers a free demo account funded with virtual money
(e.g., $10,000 mentioned **) allowing prospective traders to practice using the
platform, test strategies, and familiarize themselves with the products without
risking real capital.”

Fees: Nadex employs a transparent fee structure, charging fees per contract
traded.

Table 2: Nadex Fee Structure Summary (Typical)

Fee Type Description Typical Cost (per Source Examples
contract)
Trade Entry Fee Charged when $1.00 e

opening a position
(buying or selling a

contract).
Trade Exit Fee Charged if closing a $1.00 e
(Before Expiry) position before the

contract's scheduled
expiration.

Settlement Fee Charged if a contract $1.00 24




(In-the-Money) expires in-the-money

(resulting in a

payout).
Settlement Fee Charged if a contract | $0.00 2
(Out-of-Money) expires

out-of-the-money
(resulting in no

payout).
Wire Transfer Fee May apply for $25 (example for 12
deposits or wires)
withdrawals via bank
wire.

Note: Fees are subject to change and are fully disclosed on the Nadex website. The
$1.00 figures are based on cited examples and represent typical costs for binary
options, knock-outs, and call spreads. Check Nadex's official fee schedule for current
rates.”

Position Limits: As a regulated exchange, Nadex imposes position limits that
restrict the maximum number of open contracts a member can hold in a
particular market and instrument type. These limits vary depending on the
contract (Binary Option, Call Spread, Knock-Out) and the underlying market
(Commodities, Currencies, Stock Indices).” These limits are part of the
exchange's risk management framework overseen by the CFTC.

Education: Nadex invests significantly in trader education, offering resources like
platform tutorials, webinars, articles on trading strategies, market analysis, and
guides on understanding their products.? This emphasis likely aims to attract and
retain traders by helping them navigate Nadex's unique offerings responsibly and
effectively, fostering a more informed and potentially more successful client base,
which aligns with the practices of a regulated exchange seeking long-term
viability.

VI. Conclusion

Based on a review of Nadex's official statements, regulatory filings, and operational
structure, it is definitively concluded that Nadex accepts traders who reside in the
United States. US residents are explicitly listed among the nationalities eligible to
open accounts and trade on the platform.’

This accessibility is firmly rooted in Nadex's legal and regulatory standing within the




US. As an exchange designated by the Commodity Futures Trading Commission
(CFTC) as both a Designated Contract Market (DCM) and a Derivatives Clearing
Organization (DCO), Nadex operates under comprehensive federal oversight.? This
regulatory status not only makes trading its products, including binary options, legal
for US residents but also provides crucial investor protections such as the segregation
of client funds, adherence to fair trading practices, and operational transparency.?

Trading binary options via Nadex offers a stark contrast to engaging with unregulated
offshore platforms, which operate illegally when soliciting US clients and expose
traders to significant risks of fraud and financial loss.? Nadex's exchange model,
where it matches buyers and sellers without taking positions against its clients,
coupled with its transparent fee structure and upfront risk disclosure, further solidifies
its position as a legitimate venue.?

In summary, Nadex provides a compliant, regulated, and transparent environment for
US residents interested in trading short-term, limited-risk derivative contracts like
binary options, knock-outs, and call spreads across various global markets.
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